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Summary
Economic theory suggests that free capital flows increase the efficiency of the resource allocation and stimulate economic growth. Foreign direct investment (FDI) is seen as a remedy for all economic problems in countries that do not have a sufficient level of accumulation to start economic growth. According to economic criteria of Copenhagen, countries that are in the process of European integration should have a functioning market economy able to cope with competition and market forces within the European Union. The greatest expectations regarding the development of a competitive economy in the Southeast European (SEE) countries are precisely related to attraction and exploitation of the positive effects of FDI. This paper explores the impact of FDI on economic growth of the Central European (CE) countries and the SEE countries. The experience of the CE countries can be beneficial for the SEE countries following them in the process of European integration. The results show that FDI flows to the SEE region are significantly lower than to the CE region. Panel analysis has shown a statistically significant impact of FDI on economic growth in
Introduction
Foreign direct investment is a form of cross-border investment where a resident of a country has control or significant influence over the management of a company which is a resident of another country. In practice it is possible to have the situation where the influence or control can be achieved with less than 50% or 10% of voting shares (IMF, 2009 ). There are several ways of investing capital as foreign direct investment: (1) the establishment of completely new economic entity on the territory of another country (greenfield); (2) the investment in existing facilities through merger and aqusition; and (3) capital investment as a joint venture with local investors from the host country (Miljković, 2008) .
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The lack of domestic accumulation to finance investments is a common characteristic at the beginning of the transition process for all transition countries. Without the inflow of foreign capital, the development of domestic production capacities was not possible, and the transition countries paid considerable attention to creating an investment environment to attract foreign investors.
In the period that preceded the global economic crisis of 2008, the inflows of foreign investment in the transition countries were largely in the form of foreign direct investment (FDI), stimulated by a deeper institutional integration of the CE countries with the developed countries of the European Union. FDI inflows, as well as other forms of capital funding enabled much higher levels of investment in relation to the level of domestic savings. Investments in the banking sector had a special significance for the host country from two aspects. First, when establishing new banks or acquiring the existing ones in the process of privatization FDI meant the inflow of foreign reserves. Second, they enabled the transfer of foreign reserves to residents of the host country in the form of bank loans.
The global economic crisis of 2008 reduced the inflow of foreign capital. It is estimated that in the period after the outbreak of the global economic crisis FDI in the transition countries was even lower by 45% than it was expected (EBRD, 2015, p. 23) . This caused smaller amount of investments. With a slight increase in savings, the reduction of investments meant an impressive reduction in the deficit of the balance of goods and services. However, a significant reduction of unemployment and stable economic growth require bigger investments, and the priority of a modern economic policy is the internal balance in relation to the external balance. In the aftermath of the global economic crisis, investments in transition countries were about 20% of GDP, which was about 10% lower than investments in fast-growing economies of Asia (EBRD, 2015) .
Economic theory suggests that free capital flows increase the efficiency of the resource allocation and accordingly stimulate economic growth. International financial organisations, economic policy makers and most economists see FDI as a kind of remedy for all economic problems in fast-growing economies, and their positive impact on economic growth is implied. The efforts of many countries to attract more FDI confirm this fact, while many empirical studies have not yet confirmed the existence of a positive relationship between FDI inflows and economic growth (Mencinger, 2003; Umeora, 2013; Stanišić, 2008) . This paper analyses the impact of FDI inflows on economic growth in the Central European countries (the Czech Republic, Poland, Hungary, Slovakia, Slovenia, Estonia, Latvia and Lithuania) 4 and the Southeast European countries (Al-bania, Bosnia and Herzegovina, Bulgaria, Romania, Croatia, Serbia, Macedonia and Montenegro). Respectable economic development achieved by the CE countries is certainly due to FDI, which is the basic assumption tested in this paper. The fact is that the SEE countries have attracted a much smaller amount of FDI compared to what was expected. However, the question is whether the existing scarce inflow has been adequatively utilised, that is, whether it has been in the function of economic growth and development. The hypothesis in this paper is that FDI has not been a significant driver of economic growth in the SEE countries. Proving this hypothesis would send a message to policy makers in the SEE countries that efforts should be directed not only at the creation of policies for attracting foreign direct investment, but also at policies for their exploitation. Otherwise, they will have to look for opportunities in other areas in order to initiate a significant and sustainable economic growth, increase the competitiveness of the national economy and reduce the potential negative effects of joining the EU at the level that does not allow equal competition with market forces within the EU.
Global flows of foreign direct investment
Until the 1970s, about 65% of the total international capital flows were realized in the form of loan capital movements (Miljković, 2008) . In the period from World War II to the first oil shock, FDI became the most dominant form of foreign capital inflows. FDI growth slowed down during the 1970s and 1980s. High investment activity of Japanese companies in the second half of the 1980s and multinational companies from the US, Europe and Southeast Asia after the 1990s, led to a significant increase in global FDI. Global FDI flows grew rapidly in the second half of the 1990s as a result of the intensification of mergers and acquisitions between companies in industrial countries. The recession at the beginning of 21st century caused a decline in FDI, but after that FDI strated growing until the global economic crisis of 2008, also due to the intensification of international mergers and acquisitions (Pugel, 2016) . The most significant increase in global FDI inflows in the period from 2000 to 2014 was realised in 2006 compared to 2005. The global economic crisis of 2008 caused a dramatic drop in FDI. Recovery from the crisis has led to a gradual increase in FDI flows. However, global FDI flows are still below the level compared to the pre-crisis period, as shown in Chart 1.
In the early 1990s, FDI flows to developing countries increased dramatically. Growth in demand, low production costs and economic reforms attracted significant FDI into a small number of developing countries in South and East Asia and Latin America (Pugel, 2016 Of all regions shown in Table 1 it is evident that the crisis of 2008 reduced FDI inflows most significantly to the countries that currently have the "status of transition countries" Acta Economica, Volume XV, No. 27 / December 2017 27 -57 In the 1970s 25% of investments were realised in the primary sector (mining and extractive industry), 50% in production, and 25% in the service sector. Since then the share of investments in the primary sector has significantly decreased, as well as in production to about 30% of total FDI, while the share of investments in the service sector (financial sector, financial services, consulting, advertising, wholesale and retail) has risen to over 60% of total FDI (Pugel, 2016) .
Literature review
In economic literature there is a number of available research studies on FDI which can essentially be divided into two groups. The first group of research relates to the analysis of factors that influence the attraction of FDI, while the second group of research refers to the impact of FDI on certain macroeconomic indicators, with a particular focus on economic growth. The focus of the analysis in this paper is on the second group of research.
Research conducted on a sample of 69 developing countries for the period from 1970 to 1989 has shown that FDI has a positive impact on economic growth. Due to the impact of FDI on technology transfer, the authors emphasise Foreign Direct Investment and Economic Growth Vasilj Žarković et al. of the Central and Southeast European Countries that FDI has more positive impact on economic growth compared to domestic investments. However, the analysis has shown that exploitation of the positive effects of FDI requires of an adequate level of development of human resources capable of using modern technology (Borensztein et al., 1995) . Research conducted by Laura Alfaro for the period from 1981 to 1999 on a sample of 47 countries showed that investments in different economic sectors in the host country have a different impact on economic growth. FDI directed to the primary sector has a negative impact, while FDI targeted to production has a positive impact on economic growth. The impact of FDI on economic growth in the services sector was ambiguous, and the study did not give a single conclusion on the effect of investments in this sector (Alfaro, 2003) .
The survey that covered the period from 1980 to 2003 on a sample of 79 countries, analysed factors that influence the utilization of positive effects of FDI on economic growth. The research has shown that FDI have a stronger positive impact on economic growth if the workforce in the country has a higher level of education, if the country is more open, if the financial markets are more developed, if the growth rate of population is lower and if the country is less risky (Vo & Batten, 2006) .
The analysis of the impact of FDI on economic growth on a sample of 125 countries for the period from 1980 to 2010 has shown that FDI has a positive impact on economic growth, but the impact varies depending on the level of development of the host country. FDI has a more positive impact on economic growth in developing countries compared to developed and less developed countries. The survey has also shown that a higher degree of economic freedom index means a more positive impact of FDI on economic growth and that direct investment has a more positive impact on economic growth than foreign portfolio investment (Tintin, 2012) .
More recently, an increasing number of studies on the impact of FDI on economic growth have analysed the assumptions about a positive impact of FDI on economic growth that need to be confirmed. FDI will have a positive impact on economic growth in the long term through the transfer of technology and knowledge only if there is a sufficient level of education of the domestic workforce, developed financial system, trade openness and institutional quality in the country (political stability, the level of corruption, government efficiency, the rule of law, quality of law, etc.). These factors are often referred to as the "absorptive capacity of countries".
There are a number of studies on the impact of FDI on macroeconomic performance in transition countries which are the subject of the analysis in this paper. In the survey conducted in 2003 Jože Menciger analysed the impact of FDI inflows on macroeconomic performance in the period from 1994 to 2001 in eight Acta Economica, Volume XV, No. 27 / December 2017 27 -57 transition countries (Hungary, the Czech Republic, Slovakia, Poland, Estonia, Latvia, Lithuania and Slovenia) and determined the negative impact of FDI on economic growth, with the exception of Lithuania. The author explains the negative impact of FDI on economic growth with the unfavorable FDI structure, as FDI did not predominantly relate to investments, but were focused on consumption and imports. Such FDI structure affected the growth of the current account deficit and the growth of foreign debt. This indicates that FDI does not necessarily mean higher economic growth and greater economic competitiveness of the economy in the global market (Mencinger, 2003) . The analysis of the impact of FDI on economic growth in transition countries based on a sample of 17 countries has shown that FDI has no statistically significant impact on economic growth (Lyroudi et al., 2004) . The study carried out in 2005 included the countries of Central and Eastern Europe. The positive impact of FDI on economic growth was identified in countries that are in the process of accession to the EU, while the impact of FDI on economic growth in countries that are not in the process of accession to the EU was not significant or it was negative (Kherfi & Soliman, 2005) .
Panel analysis for the period from 1992 to 2012 in the Central and Eastern European countries analysed the decomposed impact of FDI on economic growth. The impact of FDI in the form of mergers and acquisitions and greenfield investments was analyzed. The author concludes that both FDI inflows have a positive impact on economic growth, underlining the necessity of a certain level of education of the workforce in order to exploit the positive effects of capital flows. A certain level of education is necessary to absorb training programs, new technologies and other benefits provided by transnational corporations (Mockevičius, 2014) . The study that analysed the period from 2005 to 2012 also confirmed a positive impact of, not only direct investment, but also portfolio investment in the Central and Eastern Europen countries (Tiberiu Albulescu, 2015) .
A survey that covered ten transition countries of Central and Eastern Europe for the period from 2000 to 2013 confirmed not only the existence of a direct positive impact of FDI on economic growth in production, but also a substantial indirect contribution of FDI to economic growth of transition countries through knowledge spillovers (Silajdžić & Mehić, 2015) . A higher level of technological development and innovation in transition countries are associated with better economic performance, because they imply greater absorption capacity of the country in terms of acquiring new knowledge that FDI often involves.
The positive impact of FDI on economic growth in the countries of Central and Eastern Europe has been found by a recent study which covered the period from 2000 to 2012 (Hlavacek & Ben-Domaska, 2016) .
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There are numerous studies aimed at analysing the impact of FDI on economic growth of the SEE countries. Analysis carried out in 2005 which used correlation analysis for the period from 1997 to 2006 did not confirm the existence of interdependence between these two variables (Stanišić, 2008) , while the research by Jurica Šimurina confirmed the positive relationship between FDI and economic growth. However, this relationship was not statistically significant (Bogdan, 2009) .
Research conducted in the SEE countries for the period from 1990 to 2011 (Estrin & Uvalic, 2013) determined the positive impact of FDI inflow on gross fixed capital formation and restructuring of firms in the privatization process. The authors also emphasise the shortcomings of the privatization process, given that there was no adequate restructuring of companies due to the small share of FDI that was directed to production sector. FDI dominated in the services sector with 69.8% of the total FDI inflow in 2010. Due to the inadequate structure of investment, companies in the region failed to integrate into the global value chain and exports were insufficiently increased, with an unfavorable structure dominated by lower-level processing products. Particularly emphasised is the lagging behind of the transition countries of SEE in relation to the countries of Central and Eastern Europe and the Baltics. Exports, expressed as a percentage of GDP in the SEE countries in 2008 amounted to an average of 33%, while in the countries of Central and Eastern Europe and the Baltics it amounted to 66% of GDP. The unfavorable structure of FDI is the reason for the relatively high unemployment rate and lower rates of economic growth in the SEE countries.
Recent analysis (Popovčić−Avrić et al., 2014) also confirmed the impact of FDI on economic growth for six Western Balkan countries. The research of the impact of FDI on economic growth in the SEE countries, which analysed precrisis and post-crisis periods separately, determined the existence of a positive impact, but this relationship is significantly weaker in the post-global economic crisis period of 2008 (Kragulj & Parezanin, 2015) . The analysis that included six SEE countries explored the impact of FDI inflows on individual countries as well as the whole region. The results of the analysis show that FDI played a key role in creating a capital base for financing production, and that the results were better in Macedonia, Serbia and Croatia than in Albania and Bosnia and Herzegovina. On the other hand, in Slovenia economic growth is financed primarily by domestic investments. The author concludes that considering the whole region, FDI had a positive impact on economic growth. (Apostolov, 2016) .
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Research methods
This paper explores the impact of foreign direct investment on economic growth in the CE and SEE countries. Due to the heterogeneity of these two groups of countries, the analysis is performed separately in order to obtain more relevant conclusions and use the observed experience of the CE countries to understand the possible effects of FDI on economic growth in the SEE countries. The CE countries, which are the subject of the analysis, are: the Czech Republic, Poland, Hungary, Slovakia, Slovenia, Estonia, Latvia and Lithuania, while the SEE countries are: Albania, Bosnia and Herzegovina, Bulgaria, Romania, Croatia, Serbia, Macedonia and Montenegro. The analysis period is different for these two groups of countries and it is determined by the available data for the variables to be analysed. For the CE countries in the relevant databases (World Bank − WB, International Monetary Fund − IMF, the United Nations Conference on Trade and Development − UNCTAD), data enabling the creation of an acceptable database for research are available for the period from 1996 to 2015. Therefore, the research for the CE countries is only done for this period. Data for the SEE countries are only available from 2001, although data for Montenegro are not available for this year. Therefore, the analysis period for the SEE countries is the period from 2001 to 2015.
Data for the analysis include data for each country during a certain analysis period. The most reliable analysis which includes data for multiple countries (N cross-sections, i = 1, 2, 3..., N) over several time periods (T periods, t = 1, 2, 3..., T) is a panel analysis. Precisely because of the possibility of including more countries in the analysis, with the possibility of respecting the specificity of the time series of each country individually, this analysis has gained in popularity. The basic classification of the panel model is static and dynamic models. Dynamic panel models, unlike static ones, are characterized by the presence of a lagged dependent variable among regressors (Asteriou & Hall, 2016) . Within these two groups of panels a number of methods have been developed. Which method is adequate for the analysis depends on both the length of the time series and the number of countries that are the subject of the analysis, their relationship, as well as the results of a series of other tests among which the most significant test is a unit root test. Therefore, the specific method to be used in the analysis will be determined after the analysis of the data for the given group of countries (for more details on panel methods, see Asteriou & Hall, 2016, pp. 439-482) .
The analysis of the impact of FDI on economic growth implies an assessment of the regression equation, where independent variable is economic growth and dependent variable is FDI inflow. In order to obtain a reliable estimates of the impact of FDI on economic growth, it is necessary to include a number of other in- The assumption of the analysis is that the inflow of FDI has a positive impact on economic growth of the analysed countries, in accordance with the theoretical assumptions and the results of previous research. The same assumption applies to gross fixed capital formation (investment). Higher investments mean higher economic growth, whereby investments do not have only direct but also indirect multiplicative effects on economic growth (Čenić−Jotanović, 2010). Theoretical opinios on the impact of government spending on economic growth are divided. Bearing in mind the specificity of transition countries, where the government spending is dominated by the final consumption (and most often imported products) in relation to government investments, the assumption is that government spending has a negative impact on economic growth.
It is logical to assume that economic growth in the countries of the European Union, that is, the eurozone, as an external variable, has a significant positive impact on economic growth of transition countries. The growth rate of GDP in Acta Economica, Volume XV, No. 27 / December 2017 27 -57 the countries of the eurozone was used for the CE countries. The level of openness of the national economy can have a different impact on economic growth. If the economy is underdeveloped, then in principle, it will achieve foreign trade balance deficit, which in the short term has a negative impact on economic growth. For more developed economies, it is logical to assume that a higher level of openness also means greater economic growth. In this paper, our assumption is that a higher level of openness of the CE countries has a positive impact on economic growth, and the expected sign of the coefficient wih this variable is positive. The assumption for the SEE countries, which have an insufficiently competitive economy, is the opposite.
Results
Central Europe
The highest GDP growth rate (geometric rate) in the period from 1996 to 2015 was recorded in Lithuania (4.39%), followed by Estonia (4.25%) and Latvia (4.23%). The lowest GDP growth rate in all countries was achieved in 2009 due to the impact of the global economic crisis, except in Poland where the lowest GDP growth rate of 1.21% was achieved in 2001 and in 2009 it was 2.6%. The highest volatility of GDP, measured by the standard deviation, in the analysed period was in Estonia, where the average deviation from the average GDP growth rate was 6.11, followed by Latvia and Lithuania. Three countries that had the highest growth rate also had the highest volatility of economic growth. The lowest rate of economic growth was recorded in Hungary, while the most stable economic growth was recorded in Poland. In economic literature, volatility of GDP is often considered as a measure of uncertainty and higher volatility of GDP means greater economic uncertainty (Pablo Dapena, 2006, p.4) . The highest average net inflow of FDI in the analysed period amounting to 9.14% of GDP was recorded in Hungary. In this country, FDI inflows had the greatest fluctuations. In 2007 FDI net inflow in Hungary amounted to 50.78% of GDP, while in 2010 there was a net outflow of 16% of GDP. Slovenia had the lowest inflow and the lowest volatility of FDI inflows. In order to determine the appropriate tests to analyse the impact of FDI on economic growth, it is necessary to determine whether the data series of analysed variables are stationary. Since the panel models are the combination of the "crosscountry" analysis and time series analysis, panel models are inherent problems of non-stationarity characteristic for time series. The use of non-stationary data can lead to the spurious regression, or to the wrong conclusion that there is interdependence in the movement of variables, although these are independent processes. Testing stationarity and checking the integrity of variables is performed with the use of unit root tests. Panel unit root tests were conducted using four tests: Levin, Lin, and Chu (LLC), Breitung, Im, Pesaran, and Shin (IPSW), and the ADF -Fisher and PP -Fisher tests.
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The length of the time series in this case is sufficient for the application of dynamic panels. Most unit root tests (Table 5) show that all variables are stationary at levels I(0), except for openness variable (TRADE), which is the order of integration I(1). For the application of the Pooled Mean Group Estimator -PMG for Autoregressive Distributed Lag models (PMG/ARDL, it is not necessary for all the variables to be of the same order of integration, but the combination of variables of the order of integration I(0) and I(1). Therefore, this method of dynamic panels will be applied in the analysis. It is essential that no variable in the model is non-stationary after the first differentiation, because the model is not applicable to the variables of the second order of integration. Since the TRADE variable has become stationary after the first differentiation, PMG/ARDL method is applicable in this case (for more details see in: Pesaran et al., 1997) . In order to avoid the problem of multicollinearity, it is necessary to examine correlations between dependent variables. Multicollinearity in the regression model implies the presence of a high linear correlation of independent variables, which can lead to a wrong conclusion that a particular independent variable is not statistically significant, although it is (Asteriou & Hall, 2016) . The analysis of correlation coefficients between independent variables leads to the conclusion that there is no high level of correlation between these variables. The correlation coefficient between the dependent variable GDP and the independent variable TRADE is extremely low (−0.05), which indicates that it is necessary to examine whether the inclusion of this variable in the model results in a better or worse model, i.e. whether its inclusion is econometrically acceptable. The inclusion of the TRADE variable in the model results in the Schwarz criterion of 4.93, while the value of this criterion without this variable in the model is 4.77. Therefore, the model is better without the TRADE variable.
In order to observe the impact of those variables, i.e. factors on economic growth that are not included in the regression equation and avoid the phenomenon of "spurious regression", the dummy variable is included in the model (@ YEAR> 2008) . Namely, the global economic crisis of 2008 strongly influenced economic growth in the CE countries, and the world economy has not yet fully recovered from the effects of the crisis. If GDP growth rates in the analysed countries are observed, a significant decline in the years after the outbreak of the crisis of 2008 can be noted, but also in 2012 which is characteric for the crisis in the eurozone countries. Therefore, years after 2008 are inherently characterised by lower growth rates. The significance of the dummy variable at the level of 1% indicates the justification of its inclusion in the model. The sign with the dummy variable is expectedly negative. 
PMG / ARDL test of the long-term and short-term impacts of the analysed variables on economic growth (1996−2015)
Dependent variable: D(GDP) Selected model: ARDL (1, 1, 1, 1, 1 Note: 1) Jarque−Bera value is 4.37 and p-value is 0.11, which satisfies the normality test.
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Results of the PMG/ARDL test indicate that all analysed variables have a longterm impact on economic growth measured by growth rates of gross domestic product (GDP), except REZ variables. The FDI variable is statistically significant at the level of 1% and the sign of the coefficient with an independent variable is in line with expectations and it is positive. Higher net inflows of FDI measured by participation in GDP result in higher economic growth. The INV variable is statistically significant at the level of 5%. Bigger share of gross fixed capital formation in GDP results in a higher rate of economic growth. The GOVE variable is statistically significant at the significance level of 1%. Although we expected that higher government spending in the long term means lower economic growth, the results show that government spending has a positive impact on economic growth. If the government investments are a significant part of government spending and if countries are less import-dependent, government spending will have a positive impact on economic growth in line with Keynesian theory. Therefore, from this aspect and with the above assumptions, the positive impact of government spending on economic growth is logical. The REZ variable in this model does not have a statistically significant impact on economic growth of the CE countries in the long term, although the coefficient is positive, that is, in line with expectations. Additional tests show that the model without dummy variables has resulted in a positive and statistically significant impact of economic growth of the eurozone (REZ) on economic growth of the CE countries. Also, the shortening of the analysis period for the period from 1999 to 2015 has resulted in a statistically significant and positive impact of the REZ variable on the dependent GDP variable. Therefore, the insignificance of the variable in this REZ model can be attributed to multicollinearity with the dummy variable, i.e. the degree of integration of the CE countries with the countries of the eurozone.
The error correction factor (COINTEQ01) shows the speed of the process of adjusting variables to a long-term equilibrium. Theoretically, the expected value of this coefficient should be negative if the variables have the tendency to return to a long-term equilibrium (Pesaran et al, 1997) . This coefficient is also statistically significant at the level of 1%, has a corresponding negative sign and amounts to −0.60. This means that 60% of the deviation from the equilibrium between the dependent variable and independent variable is adjusted annualy, i.e. the longterm equilibrium state is achieved for less than two years. The value of this coefficient, since it is negative and statistically significant, indicates a long-term causal relationship between GDP and its determinants (Mathur et al., 2016) .
Analysis оf the impact of variables on economic growth in the short term shows that there are three independent variables which are statistically significant: investment, government spending and economic growth in the eurozone, but also the dummy variable. Investment and economic growth in the eurozone have a significant impact on gross domestic product in the short term at the level of significance of 1%, while government spending influences economic growth at the level of significance of 5%. Government spending in the short term has a negative impact on economic growth, which is contrary to the long-term impact of this variable. Foreign direct investment does not have a significant impact on economic growth of the CE countries in the short term, because p -value of the coefficient with the independent variable is 0.61 or greater than 0.05. Therefore, the analysis of the FDI impact on economic growth in the CE countries shows that there is an impact in the long-term, but not in the short-term.
a. Southeast Europe
The highest average annual rate of economic growth in the period from 2001 to 2015 in this region was achieved by Albania, where the average annual GDP grew by 4.31%. Albania is followed by Romania and Bulgaria. The lowest growth rates in the analysed period in all countries, except Macedonia, were recorded in 2009. The biggest drop in GDP in 2009 was recorded in Croatia, which also had the lowest average annual growth rate in the region of 1.48%. The highest volatility of GDP was recorded in Romania, where the average deviation from the arithmetic mean was 4.1. The highest average annual net inflow of FDI (in % of GDP) was recorded in Montenegro, Bulgaria, Albania, Serbia. The lowest average annual net inflow of FDI was recorded in Croatia, which at the same time had the lowest average GDP growth rate. The largest fluctuations of net inflows, measured by standard deviation, were recorded in Montenegro and Bulgaria, and the lowest in Romania. The average FDI stocks per capita in the SEE countries, measured by the simple arithmetic mean, are 4,034 US dollars per capita, but in the CE countries they are 8,379 US dollars. The relation of these data best reflects the relative performance of these two groups of countries in attracting FDI. The SEE countries are significantly lagging behind the CE countries, which may indicate that there is untapped potential for attracting FDI in the region.
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The analysis of the impact of FDI on economic growth in the SEE countries is limited by the length of the time series and the available data. Namely, for the SEE countries, comparable data are available only from 2001, because there the transition process began later than in the CE countries. Given the short period of available data for the SEE countries (2001−2015) , it is not possible to obtain an objective assessment of the impact of independent variables on the dependent variable using PMG/ARDL test (Dynamic Panel Method), as this test requires a relatively greater number of observation time periods. Observation periods for the SEE countries are shorter in 5 years compared to the CE countries, and PMG/ ARDL test does not provide the definition of a sufficient number of lags for dependent and independent variables. In such circumstances the econometric software would not perform a regression analysis with an optimal number of lags, and the conclusions of the analysis would be unreliable. Therefore, the method of static panels was used during testing (for more details see: Asteriou & Hall, 2016) .
Whether the original data or the differentiated data of individual variables will be used to estimate the regression equation depends on the results of the unit root test. The results of the unit root test indicate that all variables, except gross fixed capital formation (INV) and openness (TRADE), are stationary at levels. Variables TRADE and INV become stationary, i.e., they do not contain unit root only after the first differentiation. Since static panels require the use of stationary data, these variables will be used in the model in the first differential. Note: ** and *** denote respectively: the significance at the level of significance of 5% and 1%.
In order to avoid the problem of multicollinearity, it is necessary to analyse correlations between independent variables. Multicollinearity in the regression model implies the presence of a high linear correlation of independent variables, and it can lead to the wrong conclusion that a certain independent variable is not statistically significant, although it is (Asteriou & Hall, 2016) . The analysis of correlation coefficients between independent variables suggests that there is no relatively high level of correlation between variables. The correlation coefficient between the independent GDP variable and the dependent TRADE variable is extremely low (0.06). This suggests that we should consider whether the inclusion of this variable in the model results in a better or worse model. For this purpose the "Wald test" will be used.
The test of the impact of FDI on economic growth was carried out using the method of least squares. The model with a fixed and the model with a random effect were estimated. In order to determine which model is superior the "Hausman Test" was used. The p -value of the test was 0.32 and a model with a random effect was accepted as superior.
Testing of the model required the inclusion of dummy variables in the model (@YEAR> 2008) , in order to examine the impact of those varijables, i.e., factors not included in the regression equation, and to avoid the phenomenon of "spurious regression". Namely, the global economic crisis of 2008 has strongly influenced economic growth in the SEE countries and the world economy has not yet fully recovered from the consequences of the crisis. If we look at the GDP growth rate in the analysed countries, we can see the significant decline in GDP in the years after the outbreak of the crisis in 2008, but also in 2012 which is characteristic for the crisis in the eurozone countries. Therefore, years after 2008 are inherently characterized by lower growth rates. The significance of the dummy variable at the significance level of 1% justifies its inclusion in the model. The sign with the dummy variable is expectedly negative.
Acta Economica, Volume XV, No. 27 / December 2017 27 -57 The validity of the overall regression was confirmed by F statistics whose probability is 0.000, or less than 0.01, so at the significance level of 1% we can say that the tested model is statistically significant. The dependent variable is explained with 77% of independent variables, which shows an adjusted coefficient of determination (Adjusted R-squared). All tested variables have a significant impact on economic growth in the SEE countries at the significance level of 1%, with the exception of FDI which is significant at the level of 5%. The sign with the independent variable is in line with expectations. Higher FDI means higher economic growth (GDP). It should be noted that the value of the coefficient with the independent variable is extremely low, and it is 0.05857. This means that an increase in the net inflow of foreign investment by 1% of GDP leads to an increase in the growth rate by only 0.05%. It can be concluded that the impact of FDI on economic growth of the SEE countries is statistically significant, but its value is very low. This result is in line with our expectations, bearing in mind the unfavorable structure of FDI inflows, both from the aspect of the sector structure and from the aspect of investment forms. FDI is predominantly focused on the service sector, while investments in the production sector are low (Estrin & Uvalic, 2013) . Also, FDI in this region is mostly in the form of mergers and acquisitions of existing enterprises and to a small extent in the form of greenfield investments. The dominant form of FDI inflows in the form of acquisitions of existing companies is often not motivated by the creation
of new jobs and does not result in higher investment and economic growth. The value of the correlation coefficient between variables FDI and INV is 0.19 (Table  11) , which confirms low interdependence between the FDI inflow and new investments in fixed assets. Gross fixed capital formation has a positive impact on economic growth at the level of significance of 1%. The coefficient of the independent variable is relatively high and amounts to 0.2796. The value of this coefficient is in line with expectations and economic logic. Panel analysishas shown a statistically significant and negative impact of total government spending (GOVE) on economic growth. Higher government spending means lower rates of economic growth. This result is also in line with expectations, because the region is characterized by the financing of government spending often with high interest rates, where government spending is mainly focused on consumption, usually of imported goods.
The countries of the European Union have statistically significant and the most influential impact (excluding the dummy variable that was previously explained) of GDP growth rates. Economic growth in the SEE countries is directly proportional to the rates of economic growth in the European Union countries. The results are in line with expectations. The EU countries are the most important trade partner of the SEE countries and the most significant source of capital. Lower growth rates in the EU countries mean lower exports to these countries, which negatively affects GDP of the SEE countries. The crisis in the EU countries means lower capital inflows to the SEE countries, as well as lower investments and consumption in the SEE countries, not only because of the reduced capital inflow, but also because of pessimistic estimates in terms of expectations regarding economic growth in the future.
Conclusion
It is indisputable that FDI represents the most favourable form of financing the domestic economy and that indirect effects in terms of acquiring new technologies, knowledge, experience and access to foreign markets often exceed the direct benefits from the financial aspect. However, there are a number of prerequisites that the country must meet, first to attract a sufficient amount of foreign investments, and second, to take advantage of the positive effects and minimize the negative ones that foreign investments often cause.
The results of the analysis show that FDI inflow to the SEE region is significantly lower compared to the region of Central Europe, measured by FDI stocks per capita. The analysis of the impact of FDI on economic growth of the CE countries in the period from 1996 to 2015 shows a positive and statistically significant impact of FDI on economic growth in the long term. The impact of FDI on economic growth of the SEE countries in the period from 2001 to 2015 is statistically significant, but in absolute terms it is almost negligible. It can be concluded that FDI in the SEE countries did not contribute significantly to economic growth. These results are in line with expectations, as FDI in this region was mostly in the form of acquisition of state-owned enterprises in the privatization process, and less in the form of greenfield investments, with the unfavorable sector structure characterized by a large share of the service sector in the total FDI inflows. FDI in the form of acquisition of state-owned enterprises has a greater impact on consumption than on investments, because these funds are usually used to finance government spending. In conditions of high import dependence, higher consumption means higher imports and foreign trade deficit, which stimulates economic growth of the countries in the region rather than the domestic economy.
The analysis results send a clear message to economic policy makers in the SEE countries that their efforts should be focused not only on creating policies to attract FDI, but also on creating the policies for their exploitation. Otherwise, they will have to look for opportunities in other areas in order to initiate more significant and sustainable economic growth, increase the competitiveness of the national economy and reduce the potential negative effects of joining the EU at the level that does not allow equal competition with market forces within the EU. Source: World Bank (2016 ). World Development Indicators. Retrieved 10.12.2016 
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